










































































































Capital Leases - Minnesota State Colleges and Universities has entered into several capital lease agreements.
The leases meet the criteria of a capital lease as defIned by FASB Statement No. 13, Accounting/or Leases,
which defmes a capital lease generally as one which transfers benefIts and risk of ownership to the lessee.
Current and noncurrent portions of the capital leases are reported separately.

• In fIscal year 2006, the Minnesota State University, Mankato entered into a five year $1,346,582 capital
lease (principal and interest) for a telecOlmnunication system. In fIscal year 2005, the University entered
into a 15 year, $3,281,428 (principal and interest) capital lease for an emergency generator.

• In fIscal year 2003, Minnesota State University Moorhead entered into a lease agreement with Minnesota
State University Moorhead Alumni Foundation Inc for $3,940,000,30 year capital lease for John Neumaier
Hall Apartments. Also, in fIscal year 2003, the Foundation constructed the Hendrix Health Center on land
owned by the University, while entering into a ten year capital lease for $525,000.

• In fIscal year 2002, Winona State University leased a generator in the amount of $2,240,835, with a fmal
payment occillTing in fIscal year 2012.

• In fIscal year 2004, St. Cloud State University entered into a lease agreement with the St. Cloud State
University Foundation for Atwood Memorial Center in the amount of $3,924,434 for constluction costs. In
fIscal year 2005, an additional $779,910 was added to the lease agreement. Also in 2005, a second lease
agreement was signed for a newly completed stadium and recreation center in the amount of$10,084,954.

Income Leases - Minnesota State Colleges and Universities has entered into several income lease agreements,
primarily for building space. Lease income for the fIscal years ended June 30, 2009 and 2008 totaled
$2,002,177 and $1,873,125, respectively, and are included in other income in the statements of revenues,
expenses, and changes in net assets.

Future expected income receipts for existing lease agreements are as follows:

Year Ended June 30
(In Thousands)

Fiscal Year Amount
2010 $ 2,293
2011 1,334
2012 569
2013 246
2014 182

2015-2019 127
Total $ 4,751
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12. OPERATING EXPENSES BY FUNCTIONAL CLASSIFICATION

The following table provides information related to operating expenses by functional classification:

For the Year Ended June 30, 2009
(In Thousands)

Total
$ 212,155

207,197
685,032
141,975

19,099
9,283

210,617
115,502
82,982
33,506

$1,717,348

Other
50,521
64,347
54,543
78,963

7,372
3,673

47,019
69,621
82,982
33,506

$ 492,547

Salaries
$ 161,634 $

142,850
630,489

63,012
11,727
5,610

163,598
45,881

$1,224,801

Description
Academic ,support
Institutional support
Instruction
Operation & maintenance ofplant
Public service
Research
Student services.
Auxiliary enterprises
Depreciation
Scholarships & fellowships

Total operating expenses

For the Year Ended June 30, 2008
(In Thousands)

Total
$ 202,526

199,520
657,308
142,137

17,416
10,131

200,600
114,644
76,536
28,135

$1,648,953

Other
56,482
63,742
56,029
81,928
6,310
4,313

45,731
70,205
76,536
28,135

$ 489,411

Salaries
$ 146,044 $

135,778
601,279

60,209
11,106
5,818

154,869
44,439

$1,159,542

Description
Academic support
Institutional support
Instruction
Operation & maintenance ofplant
Public service
Research
Student services
A~xi1iary enterprises
Depreciation
Scholarships & fellowships

Total operating expenses

13. EMPLOYEEPENSIONPLANS

Minnesota State Colleges and Universities participate in four retirement plans: the State Employees' Retirement
Fund, administered by the Minnesota State Retirement System; the Teachers' Retirement Fund, administered by
the Teachers' Retirement Association; the Public Employees' Retirement Fund, administered by the Public
Employees' Retirement Association; and the Minnesota State Colleges and Universities' Defmed Contribution
Retirement Plan.

State Employees Retirement Fund (SERF)

Pension fund infonnation is provided by the Minnesota State Retirement System, which prepares and publishes
its own stand alone comprehensive annual fmancial report, including financial statements and required
supplementary infonnation. Copies of the report may be obtained directly from the Minnesota State Retirement
System at 60 Empire Drive, Suite 300, St. Paul, MiImesota 55103-3000. The SERF is a cost sharing, multiple
employer defmed benefit plan. All classified employees are covered by this plan. A classified employee is one
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who serves in a civil service position. Nonnal retirement age is 65. The <:j.nnuity fonnula is the greater of a step
rate with a flat rate reduction for each month of early retirement or a level rate (the higher step rate) with an
actuarial reduction for early retirement. The applicable rates for each year of allowable service are 1.2 percent
and 1.7 percent of the members' average salary which is defined as the highest salary paid in five successive
years of service. Minnesota State Colleges and Universities, as an employer for some participants, are liable for
a portion of any unfunded acclued liability of this fund.

The statutory authority for SERF is Minnesota Statutes, Chapter 352. For the period prior to July 1,2007, the
funding requirement for both employer and employee was 4 percent. Beginning July 1, 2007 the funding
requirement for both employer and employee increases 0.25 percent in each of the subsequent years until
reaching 5 percent from July 1,2010, and thereafter. For the period July 1, 2008 to June 30,2009, the funding
requirement is 4.50 percent for both employer and employee. Actual contributions were 100 percent ofrequired
contributions.

Required contributions for Minnesota State Colleges and Universities are as follows:

(In Thousands)
Fiscal Year Amount

2009 $ 9,705
2008 8,502
2007 7,443

Teachers Retirement Fund (TRF)

Pension fund information is provided by the Minnesota Teachers Retirement Association, which prepares and
publishes its own stand alone comprehensive annual financial report including fmancial statements and required
supplementary infonnation. Copies of the report may be obtained directly from the Teachers R~tirement

Association at 60 Empire Drive, Suite 400, St. Paul, Minnesota 55103-3000.

The Teachers Retirement Fund is a cost sharing, multiple employer, defined benefit plan. Teachers and other
related professionals may participate in TRF. Nonnal retirement age is 65. Coordinated membership includes
pm1icipants who are covered by the Social Security Act. The annuity fonnula is the greater of a step rate with a
flat reduction for each month of early retirement, or a level rate (the higher step rate) with an actuarially based
reduction for early retirement. .

The applicable rates for coordinated members range from 1.2 percent and 1.7 percent for service rendered
before July 1, 2006, and 1.4 percent and 1.9 percent for service rendered on or after July 1,2006. Minnesota
State Colleges and Universities, as an employer for some participants, are liable for a p011ion of any unfunded
accrued liability of this fund.

The statutory authority for TRF is Minnesota Statutes, Chapter 354. Effective July 1,2006, employer and
employee contributions were 5 percent and 5..5 percent, respectively. Effective' July 1,2007, the funding
requirement is 5.5 percent for both employer and employee coordinated members. Actual contributions were
100 percent ofrequired contributions.

Required contributions for Minnesota State Colleges and Universities are as follows:

(In Thousands)
Fiscal Year Employer

2009 . $ 10,440
2008 9,833
2007 9,579
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Employee
$ 10,440

9,833
10,423



Public Employees Retirement Fund (PERF)

Pension fund infonnation is provided by the Public Employees Retirement Association of Minnesota, which
prepares and publishes its own stand alone comprehensive al1l1ual fmancial repmi, including fmancial
statements and required supplementary infonnation. Copies ofthe report may be obtained directly from the
Public Employees Retirement Fund at 60 Empire Drive, Suite 200, St. Paul, Minnesota 55103.

PERF is a cost sharing, multiple employer defined benefit plan. Former employees of various governmental
subdivisions including counties, cities, school districts, and related organizations participate in the plan.
Nonnal retirement age is 65. The annuity formula is the greater of a step rate with a flat reduction for each
month of early retirement or a level rate (the higher step rate) with an actuarially based reduction for early
retirement. The applicable rates for members are 1.2 percent and 1.7 percent. Minnesota State Colleges and
Universities, as an employer for some participants, is liable for a portion of any unfunded accrued liability of
this fund.

The statutory authority for PERF is Minnesota Statutes, Chapter 353. Effective January 1, 2007, the funding
requirement increased to 5.75 percent for employees and 6.25 percent for employers. Effective
January 1, 2008, the funding requirement increased to 6 percent for employees and to 6.5 percent for employers.
Effective January 1,2009 and again January 1,2010, employer contributions will increase .25 percent
respectively. Actual contributions were 100 percent of required contributions. Required contributions for the
Minnesota State Colleges and Universities were:

(In Thousands)
Fiscal Year Employer

2009 $ 1,305
2008 1,306
2007 1,278

Employee
$ 1,139

1,158
1,128

Minnesota State Colleges and Universities Defined Contribution Retirement Fund

General Infonnation - The Minnesota State Colleges and Universities Defmed Contribution Retirement Fund
include two plans: an Individual Retirement Accourl.t Plan and a Supplemental Retirement Plan. Both plans are
mandatory, tax defelTed, single employer, defmed contribution plans authorized by Minnesota Statutes,
Chapters 354B and 354C. The plans are designed to provide retirement benefits to Minnesota State Colleges
and Universities unclassified employees. An unclassified employee is one who belongs to Minnesota State
Colleges and Universities specific bargaining units. The plans cover unclassified teachers, librarians,
administrators, and certain other staff. The plans are mandatmy for qualified employees and vesting occurs
ilrunediately.

The administrative agent ofthe two plans is Teachers Insurance and Annuity AssoCiation College Retil'ement
Equities Fund (TlAA-CREF). Separately issued fmancial statements can be obtained from TIAA-CREF,
Nonnandale Lake Office Park, 8000 Nonnan Center Drive, Suite 1100, Bloomington, MN 55437.

Individual Retirement Account Plan (IRAP)

Participation - Every employee who is in unclassified service is required to pmiicipate in TRF or !RAP upon
achieving eligibility. An unclassified employee is one who serves in a position deemed unclassified according
to Minnesota Statutes. This includes presidents, vice presidents, deans, administrative or service faculty,
teachers and other managers, and professionals in academic and academic support programs. Eligibility begins
with the employment contract for the first year of unclassified service in which the employee is hired for more
than 25 percent of a full academic year, excluding summer session. An employee remains a pmiicipant ofthe
plan even if employed for less than 25 percent of a full academic year in subsequent years.
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Contributions - There are two member groups pmiicipating in the IRAP, a faculty group and an administrators
group. For both faculty and administrators, the employer and employee statutory contribution rates are
6 percent and 4.5 percent, respectively. The contributions are made under the authority of Minnesota Statutes,
Chapter 354B. Required contributions for the Minnesota State Colleges and Universities were:

(In Thousands)
Fiscal Year Employer

2009 $ 25,407
2008 22,147
2007 . 21,346

Supplemental Re.tirement plan (SRP)

Employee
$ 19,022

16,569
15,913

Participation - Every unclassified employee who has completed two full time years of unclassified service
with Minnesota State Colleges and Universities must participate upon achieving eligibility. The eligible
employee is enrolled on the first day of the fiscal year following completion of two full time years. Vesting
occurs innnediately and nonnal retirement age is 55.

Contributions - Participants contribute 5 percent of eligible compensation up to a defmed maximum annual
contribution as specified in the following table.

Member Group

Administrators
Inter Faculty Organization
Middle Management Association Unclassified
Minnesota Association ofProfessional Employees Unclassified
Minnesota State College Faculty Association
Minnesota State University Association ofAdministrative & Service Faculty
Other Unclassified Members

Eligible
Compensation

$ 6,000 to $ 52,000
6,000 to 51,000
6,000 to 40,000
6,000 to 40,000
6,000 to 56,000
6,000 to 50,000
6,000 to 40,000

Maximum
Annual

Contributions

$ 2,700
2,250
1,700
1,700
2,500
2,200
1,700

Minnesota State Colleges and Universities matches amounts equal to the contributions made by participants.
The contributions are madeunder the authority ofMinnesota Statutes, Chapter 354C.

Required contributions for Minnesota State Colleges and Universities were as follows:

(In Thousands)
Fiscal Year Amount

2009 $ 14,716
2008 12,288
2007 . 12,870

14. SEGMENT INFORMATION

A segment is an identifiable activity repOlied as a stand alone entity for which one or more revenue bonds are
outstanding. A segment has a specific identifiable revenue stream pledged in support ofrevenue bonds and has
related expenses, gains, losses, assets, and liabilities that are required by an extelnal party to be accounted for
separately.
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$ 62,038 $ 60,031
122,997 134,557
192,177 141,521
377,212 336,109

20,912 18,751
195,194 165,607
216,106 184,358

87,118 87,066
73,988 64,685

$ 161,106 $151,751

Minnesota State Colleges and Universities issues revenue bonds to fmance university donnitories and student
unions. The Minnesota Higher Education Facilities Authority sold bonds to fmance Vennilion Community
College dormitories and modular housing. The Itasca County Housing Redevelopment Authority sold bonds to
fmance Itasca COlmnunity College's donnitory. Also see Note 8, Long Tenn Obligations, for additional
infonnation on the pledging of the revenues.

Summary fInancial infonnation for Revenue Fund for the fiscal years ended June 30, 2009 and 2008 follows.

Summary Infonnation for Revenue Fund
(In Thousands)

2009 2008
CONDENSED STATEMENTS OF NET ASSETS
Assets

Current assets
Restricted assets
Capital assets, net

Total assets
Liabilities

Cunent liabilities
Noncurrent liabilities

Total liabilities
Net assets

Invested in capital assets, net of related debt
Restricted

Total net assets

CONDENSED STATEMENTS OF REVENUES,
EXPENSES, AND CHANGES n~ NET ASSETS
Operating revenues
Depreciation expense
Other operating expenses

Net operating income
Nonoperating revenues (expenses)

Interest income
Interest expense
Capital grants
Gain (Loss) on disposal of capital assets

Total nonoperating revenues (expenses)
Change in net assets
Net assets, beginning of year
Net assets, end ofyear

$ 93,781 $ 83,619
(10,043) (8,857)
(69,867) (65,166)
13,871 9,596

2,467 5,265
(7,091) (5,374)

100
8 (74)

(4,516) (183)
9,355 9,413

151,751 142,338
$ 161,106 $151,751

CONDENSED STATEMENTS OF CASH FLOWS
Net cash provided by (used in)

Operating activities
Capital and related financing activities
Investing activities

Net increase
Cash beginning ofyear
Cash end of year

57

$ 22,605
(9,389)
3,079

16,295
149,637

$ 165,932

$ 21,833
(16,735)

4,444
9,542

140,095
$149,637
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Summary fmancial information for Itasca Community College (which is reported within the NOliheast Higher
Education District) for the years ended June 30, 2009 and 2008, respectively, follows.

Itasca Community College Financial Summary
(In Thousands)

2009 2008
Residence Residence

Halls Halls
CONDENSED STATEMENTS OF NET ASSETS
Assets

Current assets $ 52 $ 65
Restricted assets 264 259
Capital assets, net 3,664 3,783

Total assets 3,980 4,107
Liabilities

Current liabilities 141 127
Noncurrent liabilities 2,103 2,174

Totalliabilities 2,244 2,301
Net Assets

Invested in capital assets, net of related debt 1,481 1,529
Restricted 264 259
Unrestricted (9) 18

Total net assets $ 1,736 $ 1,806

CONDENSED STATElVIENTS OF REVENUES,
EXPENSES, AND CHANGES IN NET ASSETS
Operating revenues $ 394 $ 377
Depreciation expense (119) (119)
Other operating expenses (227) (229)

Net operating income 48 29
Nonoperating revenues (expenses)

Interest income 9 14
Interest expense (127) (130)

Total nonoperating revenues (expenses) (118) (116)
Change in net assets (70) (87)
Net assets, beginning ofyear 1,806 1,893
Net assets, end of year $ 1,736 $ 1,806

CONDENSED STATEMENTS OF CASH FLOWS
Net cash provided by (used in)

.Operating activities $ 184 $ 182
Investing activities 9 13
Capital and related fmancing activities (207) (238)

Net decrease in cash (14) (43)
Cash, beginning ofyear 305 348
Cash, end ofyear $ 291 $ 305
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15. COMJVIITMENTS

Minnesota State Colleges and Universities Involvement in Ongoing Projects 2009
(In Thousands)

Total Spent Completion
Institution Name* Project Cost to Date Balance Date

Alexandria Law Enforcement Center $ 10,500 $ 9,646 $ 854 2009 Aug

Anoka-Ramsey Classrooms 3,800 336 3,464 2010 May

Bemidji Sattgast Hall Addition 8,900 6,454 2,446 2010 May

Century Classroom Renovation 7,900. 2 7,898 2010 July

Century Parking Lot Renovation 4,075 1,017 3,058 2009 Nov

Inver Hills Classroom Addition Renovation 13,200 9,886 3,314 2009 Oct

Metropolitan Law Enforcement Center 13,900 767 13,133 2010 May

Minneapolis Science & Allied Health Renovation 18,800 18,249 551 2009 July

MSU, Mankato Trafton Science Center 25,800 9,061 16,739 2010 Aug

MSU, Mankato Outdoor Recreation Renovation 6,700 38 6,462 2010 Aug

MSU Moorhead LOlmnen Hall 13,100 1,588 11,512 2010 Jun

MSU Moorhead Wellness Center 9,500 8,534 966 2010 Apr

,Nonnandale Student Union 14,500 3 14,497 2011 Mar

Normandale Classroom Addition Renovation 7,000 5,543 1,457 2009 Sep

Northland Classroom Addition Renovation 7,800 6,268 1,532 2009 Dec

Ridgewater Technical Instruction 3,500 341 3,159 2010 Dec

Southwest Science & Hospitality/Culinary 9,200 549 8,651 2012 May

SCSU Brown Hall Renovation 13,200 4,796 8,404 2010 Apr

SCSU National Hockey Center Renovation 6,500 478 6,022 2010 Sep

St. Paul TranspOliation & Technology Lab 13,500 11,064 2,436 2009 Dec

Winona Residence Hall 29,600 4,524 25,076 2010 Aug

Winona Wellness Center Memorial Hall 18,400 3,705 14,695 2010 Aug
*Alexandria Technical College; Anoka-Ramsey Community College; Bemidji State University; Century College; Inver Hills Community
College; Metropolitan State University; Mimleapolis Community & Technical College; Minnesota State University, Mankato; MiImesota
State University Moorhead; Normandale Community College; Northland Community Technical College; Ridgewater Community &
Technical College; Southwest Mil1l1esota State University; St. Cloud State University; St. Paul Technical College; and Winona State
University.

16. RISK MANAGEMENT

Minnesota State Colleges and Universities is exposed to various risks of loss related to tort; theft of, damage to,
or destruction of assets; enor or omissions; and employer obligations. Minnesota State Colleges and
Universities manages these risks through state ofMinnesota insurance plans including the state ofMinnesota
Risk Management Fund, a self insurance fund, and through purchased insurance coverage.

Automobile liability coverage is required by the state and is provided by the Minnesota Risk Management
Fund. Some colleges and universities also purchase optional physical damage coverage for their newest or most
expensive vehicles.

While property and casualty coverage is required by Minnesota State Colleges and Universities' policy,
colleges and universities may select optional coverage such as international accident, international liability, and
professional liability for employed physicians and student health services professional liability.
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The Minnesota Risk Management Fund provides the following coverage for fiscal years 2009 and 2008.

Institution deductible
Fund responsibility
Primmy re-insurer coverage
Multiple re-insurers'coverage
Bodily injury and property damage per person
Bodily injury and property damage per occurrence
Annual maximum paid by fund, excess by reinsurer
Maintenance deductible for additional claims

$2,500 to $250,000
Deductible to $1,000,000

$1,000,001 to $25,000,000
$25,000,001 to $1,000,000,000

$400,000
$1,200,000
$4,000,000'

$25,000

Minnesota State Colleges and Universities retains the risk of loss. Minnesota State Colleges and Universities
did not have any settlements in excess of coverage in the last three years.

The Minnesota Risk Management Fund purchases other insurance on the open market for some campuses.
These generally include student intelTI professional" liability, dental clinics professional liability, aviation
insurance, and a variety of bonds.

Minnesota State Colleges and Universities participates in the State Employee Group Insurance Plan, which
provides life insurance mid hospital, medical, and dental benefits coverage through provider organizations.

Workers' compensation is covered through state participation in the Workers' Compensation Reinsurance
Association, which pays for catastrophic workers' compensation claims. Other workers' compensation risks are
covered through self insurance for which Mnmesota State Colleges and Universities pays the cost of clanns
through the state Workers' Compensation Fund. A Minnesota State Colleges and Universities workers'
compensation payment pool helps institutions manage the volatility of such claims. Arumal premiums are
assessed by the pool based on salary dollars and claims history. From this pool, all workers' compensation
claims are paid to the state Workers' Compensation Fund.

The following table presents changes in the balances ofworkers' compensation claims liability during the fiscal
years ended June 30, 2009 and 2008.

Fiscal Year Ended 6/30/09
Fiscal Year Ended 6/30/08

17.. COMPONENT UNITS

(In Thousands)
Beginning Net Additions
Liability & Changes
$ 5,412 $ 2,517

5,855 2,503

Payments
$ 2,765

2,946

Ending
Liabilities
$ 5,164

5,412

In accordance with Goverrunental Accounting Standards Board (GASB) Statement No. 39, Determining
Whether Certain Organizations Are Component Units, the following foundations affiliated with Minnesota
State Colleges and Universities are legally separate,. tax exempt entities.

The Bemidji State University Foundation, Minnesota State University, Mankato Foundation, Inc., Minnesota
State University Moorhead Alumni Foundation, Inc., St. Cloud State University Foundation, Winona State
University Foundation, Southwest Minnesota State University Foundation, Metropolitan State University
Foundation, Centuly College Foundation, and Fergus Area College Foundation are separate legal entities
formed for the purpose of obtaining and disbursing funds for the sole benefit of their college or university.
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Minnesota State Colleges and Universities received $16,085,950 and $17,756,612 in fiscal years 2009 and
2008, respectively, from the foundations for scholarships and other educational program support. Infonnation
about lease agreements between Minnesota State Colleges and Universities and the foundations can be found
in Note 11. In addition to lease agreements, Southwest Minnesota State University and Winona State

University have entered into agreements to manage student housing facilities owned by the foundations.

The seven state universities and two colleges do not appoint any members of their respective boards and the
resources held by the foundations can only be used by, or for the benefit of, the associated university or college.
Each foundation's relationship with their institution is such that exclusion of the foundation's fmancial
statements would cause the Minnesota State Colleges and Universities financial statements to be misleading or
incomplete. The foundations are considered a component unit oftheir university or college and their statements
are discretely presented in the universities' and colleges' fmancial statements.

The foundations fmancial statements have been prep·ared on the accrual basis of accounting in accordance with
generally accepted accounting principles.

Net assets and revenues, expenses, gains, and losses are classified based on the existence or absence of donor.
imposed restrictions and reported as follows:

• Unrestricted net assets: those assets that are not subject to donor imposed stipulations.

• Temporarily restricted net assets: those assets subject to donor imposed restrictions as to the use of
those donated assets.

• Permanently restricted net assets: those assets subject to donor imposed stipulations that they be
maintained pennanently by each foundation. Generally, the donors ofthese assets pennit the
foundation to use all or part of the income eanled on any related investments for general or specific
purposes.

Investments - The Foundations adopted Statement ofFinancial Accounting Standards No. 124, Accounting/or
Certain Investments Held By Not/or Profit Organizations, in 1997. Under SFAS No. 124, investments in
marketable securities with readily determinable fair values and all investments in debt securities are reported at
their fair values in the statement of fmancial position.

Schedule of Investments, June 30, 2009
(In Thousands)

Bemidji Century Fergus Area Metropolitan MSU,
State Univ. College College State Univ. Mankato

Investments Foundation Foundation Foundation Foundation Foundation
Balanced mutual funds $ $ $ 1,665 $ 1,629 $ 2,688
Equity securities 3,956 697 53 17,902
Fixed income/BondslU.S. treasuries 4,257 43 442 196 5,724
Money market/Certificate of deposit 21 526 269 2,132
Other investments 461 283 52 567
Real estate (held for investment) 1,992 42

Total $ 10,687 $ 1,266 $ 2,443 $ 2,146 $ 29,055

MSU St. Cloud Southwest Winona
Moorhead State Univ. MSU State Univ.

Foundation Foundation . Foundation Foundation Total

Balanced mutual funds $ 404 $ 9,892 $ $ $ 16,278
Equity securities 4,795 1,857 2,424 5,320 38,788
Fixed incomelBondslU.S. treasuries 477 3,641 2,279 2,458 17,733
Money market/Certificate of deposit 281 5,797 225 250 9,501
Other investments 58 1,421
Real estate (held for investment) 2,034

Total $ 6,015 $ 21,187 $ 4,928 $ 8,028 $ 85,755
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Schedule of Investments, June 30, 2008
(In Thousands)

MSU,
Mankato

Foundation

$ 3,392
25,144
4,222

980
199

1,802
$ 35,739$ 2,223

Metropolitan
State Uniy.
Foundation

$ 2?1
968
899
105

311

Fergus Area
College

Foundation

$ 1,932
69

488

$ 2,800

791
74

882

Century
College

Foundation

$

$ 1,747

6,852
3,531

325
514

1,264
12,486

Bemidji
State Uniy.
FoundationInvestments

Balanced mutual funds $
Equity securities
Fixed income/BondslU.S. treasuries
Money market/Certificate of deposit .
Other investments
Real estate (held for investment)

Total $
===::::::::::==

Total

$ 17,960
56,020
21,718
7,753
1,113
3,066

$107,630

Winona
State Uniy.
Foundation

10,563
4,916

5

$

$ 15,484

3,254
2,279

288

Southwest
MSU

Foundation

$

$ 5,821

St Cloud
State Uniy.

Foundation

$ 12,038
2,616
4,760
4,948

$ 24,3626,968

MSU
Moorhead
Foundation

347
5,763

549
220

89

Balanced mutual funds $
Equity securities
Fixed income/BondslU.S. treasuries
Money market/Certificate of deposit
Other investments
Real estate (held for investment)

Total $
===::::::::::==

Capital Asset- Summaries of the foundations' capital assets for fiscal years 2009 and 2008 are:

Schedule of Capital Assets, June 30, 2009
(In Thousands)

Bemidji
State Uniy.

Foundation

MSU,
Mankato

Foundation

MSU
Moorhead
Foundation

St Cloud
State Uniy.
Foundation

$----$

4,667

19

248

194

248
(229)

425 $ 17_5_
425 175

3,641 $
=====:===

4,667
(1,451)
3,216

246

982 $

945 $
945

246
. (209)

37
342 $
342

532
257
789

(447)

$

Capital assets, not depreciated:
Land

Total capital assets, not depreciated
Capital assets, depreciated:

Buildings and improvements
Equipment

Total capital assets, depreciated
Total accumulated depreciation
Total capital assets depreciated, net

Total capital assets, net

Southwest
MSU

Foundation

Winona
State Uniy.

Foundation Total

2,362
2,362

24,317
823

25,140
(4,934)
20,206
22,568

552 $
--'---

552

9,855 $

11,026
(1,723)
9,303

10,745
281

265 $
265

8,127
37

8,164
(875)

7,289
7,554 $

$

$

Capital assets, not depreciated:
Land

Total capital assets, not depreciated
Capital assets, depreciated:

Buildings and improvements
Equipment

Total capital assets, depreciated
Total accumulated depreciation
Total capital assets depreciated, net

Total capital assets, net
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Schedule of Capital Assets, June 30, 2008
(In Thousands)

Bemidji MSU, MSU St Cloud
State Univ. Mankato Moorhead State Univ.
Foundation Foundation Foundation Foundation

Capital assets, not depreciated:
Land $ $ 775 $ 425 $ 175
Construction in progress

Total capital assets, not depreciated 775 425 175
Capital assets, depreciated:

Buildings and improvements 532 4,667
Equipment 257 246 246

Total capital assets, depreciated 789 246 4,667 246
Total accumulated depreciation (406) (185) (1,298) (218)
Total capital assets depreciated, net 383 61 3,369 28

Total capital assets, net $ 383 $ 836 $ 3,794 $ 203

Southwest Winona
MSU State Univ.

Foundation . Foundation Total

Capital assets, not depreciated:
Land $ 265 $ 552 $ 2,192
Construction in progress 563 563

Total capital assets, not depreciated 828 552 2,755
Capital assets, depreciated:

Buildings and improvements 8,126 10,745 24,070
Equipment 37 281 1,067

Total capital assets, depreciated 8,163 11,026 25,137
Total accumulated depreciation (627) (1,427) (4,161)
Total capital assets depreciated, net 7,536 9,599 20,976

Total capital assets, net $ 8,364 $ 10,151 $ 23,731

Summaries of the foundations long term obligations:

• Minnesota State University, Mankato Foundation, Inc. - bonds payable, Taylor Center Campaign
$1,148,000.

• Minnesota State University Moorhead Alumni Foundation, Inc. - dormitory bond loan payable
$3,482,113 and notes payable totaling $208,753 with Bremer Bank.

• St. Cloud State University Foundation, Inc. - an agreement on March 1,2002 with the Housing and
Redevelopment Authority, the city of St. Cloud, MN and U.S. Bank National Association to issue
$16,515,000 in revenue bonds, $13,520,000 of which are still outstanding at June 30,2008

• Winona State University Foundation, Inc. - mortgage payable to finance the construction and start up
operations of the student housing project totaling $8,380,199.

• Southwest Minnesota State University Foundation, Inc. - utilities assessments payable to the City of
Marshall totaling $50,809 and a student housing revenue note payable to Bremer Bank totaling
$5,226,546. Debt related to the Regional Events Center include three notes payable to Bremer Bank
NA, Marshall, Minnesota in the amount $213,584 and $316,265 and $834,823. An interest free note
payable to Aramark Educational Services, LLC for renovations and equipment for $317,188.
Additionally $787,466 is payable to the Schwan's Corporate Giving Foundation. This amount
represents gifts pledged to the Foundation on behalf of the construction of the Regional Events Center.

• Bemidji State University Foundation, Inc. - note payable to GMC Financing in the amount of $7,594.
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Schedule ofLong Tenn Obligations
(ill Thousands)

MSU, MSU St Cloud Winona Southwest Bemidji
Mankato Moorhead State Univ. State Univ. MSU State Univ.

Year Foundation Foundation Foundation Foundation Foundation Foundation Total

2010 $ 432 $ 147 $ 700 $ 294 $ 455 $ 6 $ 2,034
2011 245 155 725 307 531 1 1,964
2012 245 164 750 323 542 2,024
2013 226 105 790 339 1,470 2,930
2014 103 830 356 232 1,521

Thereafter 3,017 9,725 6,761 _4,517 24,020
Total $ 1,148 $ 3,691 $ 13,520 $ 8,380 $ 7,747 $ 7 $ 34,493

18. ACTIVITIES WITH THE STATE OF MINNESOTA

Lending Activity - The Minnesota State Colleges and Universities general operating fund is a part of the state's
general treasury account. During fiscal year 2009 the State ofMinnesota borrowed a total of$250 million fi"om
Minnesota State Colleges and Universities general fund which was repaid with interest within six weeks. The
$20 million due from the state of Minnesota as of June 30,2009 (see Note 3), as a result of an accounting error,
was paid back with interest in August 2009.

Subsequent to year end the state ofMinnesota borrowed $330 million from Minnesota State Colleges and
Universities general fund for cash flow purposes resulting from changes in the timing of the state tax revenue.
The state ofMinnesota has assured Minnesota State Colleges and Universities this will be repaid with interest in
full before the end of fiscal year 2010.

General Obligation BondIssuances - ill August and November 2009, two general obligation state bond
issuances occun"ed, in the amount of $80 million each, at a nue interest rate of 3.4 and 3.25 percent,
respectively. Minnesota State Colleges and Universities pays one third of the debt service on $70.75 million of
the August issue and $1.3 million ofthe November issue of these bonds, over the life ofthe bonds. The first
debt service payment on these bonds will be November 2009.
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Expert advice. When you need it.SM

MINNESOTA STATE COLLEGES AND UNIVERSITIES (MnSCU)
St. Paul, Minnesota

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BA'SED ON AN AUDIT OF

FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENTAUDITING STANDARDS

November 6, 2009

Board of Trustees
Minnesota State Colleges and Universities
St. P9-ul, Minnesota

We have audited the consolidated financial statements ofMinnesota State College1? and
Universities (MnSCU), as of and for the year ended Jime 30, 2009, and have issued our report·
thereon dated November 6, 2009. Our audit opinion also includes references to other auditor's
reports, which are included in the audited financial statements. We cop.ducted our audit in
accordance with U.S. generally accepted auditing standards and the standards applicable to
fmancial audits contained in Government Auditing Standards, issued by the Comptroller General
of the United States. The fmancial statements of the discretely presented Foundation component
units were not audited in accordance with Government Auditing Standards..

INTERNAL CONTROL OVER FINANCIAL REPORTING

In planning and perfonning our audit, we considered MnSCU's internal control over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing our
opinion on the financial statements, but not for the.purpose of expressing an opinion on the
effectiveness ofMnSCU's internal control over financial reporting. Accordingly, we do not
express an opinion on the effectiveness ofMnSCU's internal control over financial reporting.

Our consideration ofinternal control over fmancialteporting was for the limited purpose
described in the preceding paragraph and would not necessarily all deficiencies in internal
control over financial reporting that might be significant deficiencies or material wealmesses.
Bowever, as discussed below, we identified certain deficiencies in internal control over financial
reporting that we consider to be significant deficiencies.

A control deficiency exists when the design or operation of a control does not allow managenlent
or employees, in the normal course ofperforming their assigned functions, to prevent or detect
I11isstatements on a timely basis. A significant dep.ciency is a control deficiency, or combination
of control deficiencies, that adversely affects MnSCU's ability to initiate, authorize, record,
process or report financial data reliably in accordance with U.S. generally accepted accounting
principles such that there is more than a remote likelihood that a misstatement ofMnSCU's
financial statements that is 1:TI0re than inconsequential will not be prevented or detected by
MnSCU's internal control. We consider deficiencies 2009-01 and 2009-02 described in the
following Schedule ofFindings and Recommendations to be significant deficiencies in internal
control over financial reporting.
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A material weakness is a significant deficiency, or'conlbination otsign.ificant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements
will not be prevented or detected by MnSeU's internal control.

Our consideration of the internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and would not necessarily identify all deficiencies
in the internal control that might be significant deficiencies and, accordingly, would not
necessarily disclose all significant deficiencies that are also considered to be material
weaknesses. However, we believe that none of the significant deficiencies described are material
weaknesses in internal control over financial reporting.

COMPLIANCE AND OTHER MATTERS

As part of obtaining reasonable assurance about'whether MuSeU's financial statements are free
ofmaterial misstatement, woe perfonned tests ofits compliance, with certain provisions of laws,
regulations, contracts and grant agreements, noncompliance with which could have a direct and
material effect on the determination of fInancial statenlent amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit and, accordingly,
we do not express such an opinion. The results of our tests disclosed an instance of
noncompliance that is required to be reported under Government Auditing Standards.

We noted certain other matt~rs that we reported to management ofMnSeU in a separate letter
dated November 6, 2009.

This report is intended for'the infonnation ofmanagement, the Board of Trustees and state
regulatory agencies and is not intended to be and should not be used by anyone other than those
specified parties.

~~ D~Lu~~I·V~IG(.j),
KERN, DEWENTER, VIERE, LTD.
Minneapolis, Minnesota
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MINNESOTA STATE COLLEGES AND UNIVERSITIES (MnSCU)

, St. Paul, Minnesota

SCHEDULE OF FINDINGS AND RECOMMENDATIONS
June 30, 2009

SIGNIFICANT DEFICIENCIES

2009-01 Systemwide Information Technology

Criteria:

MnSCU management is responsible for establishing.and maintaining internal controls for proper
Information Technology general and application controls.

Condition:

MnSCU has not developed a process to adequately address prior year Information Teclmology
comments that are essential for data security and business continuity in a timely manner.

In addition, 'MnSeU has not implenlented adequate user level security over current web
application environments. '

Cause:

Development of the required process has been limited due to resources, prioritization of audit
conlIDents and implementation ofnew Information Technology systems.

Effect:

The effect ofnot adequately addressing current and prior year comnlents could affect the ab~lity

6f MnSCU to record, process, sumnlarize and report data consistently with the assertions of
management in the financial statements.

Recommendation:

We reconunend MnSCU develop a comprehensive process for addressing Information
Technology comments. The process should categorize, prioritize, assign responsibility, establish
timelines and monitor results to ensure resolution of these comments. In addition, MnSeU
should ensure appropriate user level security is in place over web application environments.

Management's Response:

The Office of Chancellor will develop a comprehensive reporting process to ensure prior year
and current year Information Technology audit comments are resolved in a timely manner.
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MINNESOTA STATE COLLEGES AND UNIVERSITIES (MnSCU)
St. Paul, Minnesota

SCHEDULE OF FINDINGS AND RECOMMENDATIONS
June 30,2009

SIGNIFICANT DEFICIENCIES

2009-02 Reconciliation of l!ocal Cantpus Bank Accounts

Criteria:

MnSCU management is responsible for establishing and maintaining internal controls for proper
review of bank: reconciliations and reporting of cash balances.

Condition:

MnSCU has not reconciled all.local campus bank: accounts in a timely and accurate manner at
June 30, 2009.

Cause:

Certain local bank: accounts have not been reconciled due to turnover at certain campuses and a
lack of training at certain campuses.

Effect:

The effect ofnot adequately addressing current and prior year comments could affect the ability
ofMnSCU to record, process, summarize and report cash balances consistently with the
assertions ofnlanagement in the financial statements.

Recommendation:

We recommend all campus local bank accounts be reconciled on a timely basis. To accomplish
this recommendation, we recommend additional training be provided at the campus level to
accurately cOlnplete bank reconciliations in a timely manner, and that the Office of Chancellor
continue to monitor timely reconciliation compliance and reporting. We als9 recommend the
Office of Chancellor consider allocating additional resources to assist in the reconciliation
process through increased campus assistance or coordi~ationof shared campus services.

Management's Response:

The Office of the Chancellor will work with the Colleges and Universities to reconcile all local
bank accounts on a timely basis and consider allocating additional resources to the campuses if
necessary.
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